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Michlgen Depanment of Treagury

496 (02/06)

Auditing Procedures Report

lssued under P.A 2 of 1968, as amanded and P.A, 71 0f 1319, as amended

Local Unit of Government Type Local Unit Name Counly
CICounty Ocity Otwp [Dvilage X Otner | Flint Housing Commission Genesee
Flacal Year Eng Opinion Date Date Audit Rapori Submitled 10 Siale

June 30, 2007 March 6, 2008

We affirm that:

We are certified public accountants licensad to practice in Michigan.

We further affirm the following material, 'no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Chack each applicable box below. (See instructions for further detall.)

All required component units/funds/agencies of the local unit are included In the financial statements and/or disclosed in the
reporting entity notes to the financial stalements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund halances/unrestricted net assets
(P.A, 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is In compliance with the Uniform Chart of Accounts issued by the Department of Treasury,
The iocal unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute,

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Logal Audit and Finance Division.

The local unit has not been delinquent In distributing tax revenues thal were collected for another {axing unit.
The local unit only holds deposits/investments that comply with statutory requirernents.

The local unit has no fllegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix M of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to aur attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If thera is such activity that has
not been communicated, please submit a separate report under separate cover.

The lacal unit is free of repeated comments from previous years.
The audit apinion 1s UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as madifled hy MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The beard or cauncil approvas all invoices priar to payment as required by charter or statute.
To our knowledge, bank reconclliations that were raviewed were perfarmed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/ar commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justificalion)

Financial Statemenls

The latter of Comments and Recommendations

Othar (Descnbe) i D

Cenified Public Accountant (Firm Name) Telaphone Numbar

Zenk & Associates, P.C. 517-264-5156

Street Address Cily Siate Zlp
2404 East US Hwy 223 Adrian Ml 49221

ng CPA Sign

Auth Zn h.ii-”,.—- |
N4, T Xl AndrewT Zenk 1101026116

\ Printeg Name Llcense Numbar
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FLINT HOUSING COMMISSION
FINANCIAL STATEMENTS AND SUPPLEMENTAL DATA

FOR THE YEAR ENDED JUNE 30, 2007
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Zenk & Associates, P.C.
Members: American Tnsitntes of Certified Pyblic Ascouneants

Certiﬁed Pllblic Accountants Michigan As3ociation of Cerdtled Publle Accouatams

INDEPENDENT AUDITOR'S REPORT

Board of Commissionets, Regional Inspectar General of Audit
Flint Housing Cornmission Department of Housing and Urban
Flint. Michigan Development

We have audited the accompanying financial statements of the business-type activities of the Flinl Housing Cormmission, as of and
for the year ended Junc 30, 2007, as listed in the tble of contents, Thesc financial statemuents are the responsibility of the Flint
Housing Commission’s management, Our responsibility is to express opinions on these financial statcments based on our audit.

We conducted owr audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Guvernment Auditing Standards | issued by the Comptrotlet General of the United States.
Those standards require that we plan and perfonm the andit to obtain reasonable agsurance about whether the financial statements are
free of material missiatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosares m the
finanecial statements. An audit also includes assessing the accounting principles used and significant estimates made by manageiment,
as well as evalualing the overall financial statement presentation. We believe that our audit provides a reasonable basis for our

opinion.

In our vpinion, the financial statements referved 1o above present fairly, in all material respecrs, the respective financial position of its
busincss-type activities of Flint Housing Commuission. as of June 30, 2007, and the respective changes in financial position and cash
[lows for the year then ended in conforinity with accounting principles generally accepted iu the United Startes of America.

I accordance with Govenunent Auditing Standards, we have also issued our report dated March 6. 2008 on our consideration of
Flint Housing Commission's mtcmal control over financial reporting and our testy of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters, The purpose of that report is to describe the scope of our testing of
inemnal controls over financial reporring on compliance and the results of that esting, and not t provide opinions on the internal
control over financial reporting or on compliance. That report is an integral parl of an audit performed in accordance with
Government Auditing Standards and should be cousidered in conjunction with this report in considering the results of our audit.

The management discussion and analysis on pages 2 through 8 are not a required part of the basic financial statements but are
supplementary infenmation required by the accounting principles gencrally aceepred in the Uunited States of America. We have
applied certain limited procedures, which consisted principally of mquirizs of management, regarding methods of measurement and
presentation of the required supplementary information. However, we did nor audit the information and express no opinion on it.

Our andit was conducted for the purposc of forming opinions on the financial statements that coliectively comprise Flint Housing
Conumnission's basic financial statements. The financial data schedules and supplemental data listed in the table of contents are
presented for purposes of addinonal analysis as required by the Department of Housing and Urban Development and are not a
required part of the basic financial statements of the Flint Housing Commission. The accompanying schedule of expenditres of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-
123, Audits of Stazes, Local Government and Non-Profit Organizations and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial statcments and, in our
opinion, is fairly presented in all material respacts in relation to the basie tinancial statements taken as a whole.

March 6, 2008

2404 Las1 U.S. Highway 223, Adrian, MT 438221 Phone: 517.264.5136 Fax: 517.264.9641
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FLINT HOUSING COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2007

MANAGEMENT'S DISCUSSION AND ANALYSIS

The Flint Housing Commission's (the Commission) management’s discussion and analysis is designed to {a} assist the reader in
focusing on signtficant financial 1ssues, (b} provide an overvicw of the Commission's financial activity, {c} identify change in
the Commussion's financial position (its ability to address the next and subsequent year challenges), and {d} identify individual
fund izsues or concerns.

Since the Management Discussion and Analysis (MD&A) 15 designed to focus on the current year's activities, cesulling changes
and currently known facts, pleasc read it in conjunction with the Cornmission's financial statements (beginning on page 9).

FINANCIAL HIGHLIGHTS

The Cammission's net assets increased by $5,013,839 (or 21%) during 2007, Since Lhe
Commission engages only in business-type activities, the decrease is all in the category
of busincss-type net assets. Nets assets were 529,41(,871 and $24,398,032 for 2007
and 2006 respecuvely.

The business-type activities revenue inercased by 380,004 (or 5%) during 2007, and

weee S11.827.986 and $11,247,982 for 2007 and 2006 respectively.  This increase in
revenue is explained later in this section of the financiy) statements,

The total cxpenses of alt Commission programs increased by 568,011 (or 1% ). Total

expenses were $12,588 462 and S$12,520,631 for 2007 and 2006 rcspocuvely. The

decrease in expenseys is caplained larer in this section of the financial statemens.
USING THIS ANNUAL REPORT

The following is a graphic outline of the Commission's financiel staternent prescntation :

MD&A

Management Discussion and Analysis-papes 2-8

Bastc Financial Stutcments

Commission-wide Financial Sratements - puges 9-12
Nortcs to Financial Starements - pages 13-19

Olher Required Supplementary Information

Required Supplementary Informiation - pages 20-30

()
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FLINT HOUSING COMMISSION
MANAGEMENT’S DISCUSSTON AND ANALYSIS
JUNE 30, 2007

The cument prescnation focuses on both the Conwmission as a whole (Commissign-wide) and the major individuel funds. Both
perspeetives (Commmission-wide and major fund) allow the user to address relevant questions, broaden a baais for comparison
(year to year or Commission 10 Commission) and enhance the Comumission's accountability.

Commission-Wide Financial Statements

The Commission-wide financial statements (see pages 9-12) are designed to be corperate-like in that all businuss type activitics
arc consolidated inlo columns which add 1o a toral for the eatice Commission.

Thesc Statements include a Statement of Ner Assets, which is similar 10 3 Balunce Sheet. The Staremeny of Net Assels reports ull
financial and capital resources for the Commission. The statement is presented in the formal where assets, minus Habilities,
equals "Ner Assars”, formerly known as cquity, Assets and liabiities are presented in order of liquidicy.

I'he focus of the Statamant of Net Assets (the "Unrestricted Met Asscts") is designed 1o represent the ner avajlable Tiguid (aon-
capital) assets, ner of liabilitics for the entire Commission. Nct Assers (foimerly equily) arc reportad in three broad categorics:

Not Assets, Invested m Capital Asseis. Net of Related Debr: This component of Net Asssts congistz of all Capilal Assels,
rcduced by the outstanding balances of any bonds. mortgages, notes or other borrowings that are afributable to the acquisition,
construction. or improvement of thase assets.

Restricrted Net Arserg: This component of Net Assets consists of restricted asacts, when consteaints are placed on the assets by
creditors (such as debt covenants), grantors, contributors, laws, regulations, etc.

Unrostrigted Ner Assels: Conziats of Ner Assets that do not mcet the definition of “Net Assets tnvested in Capilal Asscts, Nct of
Related Debr" , or "Restricted Net Assels”,

The Commission-widce financial stuiements also inciude a Statement of Revenues, Expenscs, and Changgs jn Fund Net Assets
similar to an Income Statement. This Statement includes Operating Revenues, such as rental income, Operating Expenses, such
a5 administrative, unilities, und maintenance, and depreciution, and Non-Qperating Revenues and Expenses, such as capital grant
revenue, iMVeSIment or interest expense.

The focus of the Statement of Revenues, Expenses, and Changes in Fund Net Asscts is the "Change in Net Assers”, which is
stmilar o Net Income or Loss.

Finally. a Staremenr of Cash Elows is included, which discloses nct cash provided by, ar used for operating activitics, non-capital
financing uctivitics, and from capitul and related financial activities.

Fund Financial Statements

Traditional users of gavernmental finaneial statements will find the Fund Finsncial Statenients prescntation more familiar. The
focus is now on Major Funds, rather than fund types. T'he Conunission consists of one major fund and is shown here as an
Enrerprise Fund. Enterprise Funds utilize the full accrual basis of accounting. The Baterprise method of accounting is similar o
aceounting utilized by the private sector accounting. Many of the funds maimained by the Commission are required by the L. §.
Department of Housing and Urban Devclopment (HUD). Others are segrepared to enhance accountability and control.
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FLINT HOUSING COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 20, 2007

The Commission's Programs

Enterprise Funds. using Businegg-Type Presentation Rormat

Conventional Public Housing Pragram - Under the Conventional Public Housing Pregram (CFDA #14.850), the Commission
owns and manages dwelling units, which it rents o low-income houscholds. The Couventional Public Housiag Program is
operated under an Annual Conmributions Contraet (ACC # C-3012) with HUD. HUD provides Opersting Subzidy and Capital
Grant funding 1o cnable the PHA ¢ provide the housing at & flat rarc or a ratc based upon 3095 of household income, depending
on tha circumstances and choice of the renter. The Conventional Public Housing Program also includes the Cupital Fund
Pragram (CFDA # 14.872), which i3 the primary funding source for physical and management improvements re the Commission
owned properties and its operations.

Scction § Housing Choicé Youcher Program - Under the Housing Choice Voucher Program (CDFA #14.871), the Commission
administers contracts with independent landlords that awn renal property. The Commussions subsidizes the family's rental
conuibution through a Tousing Assistance Payment (HATF) made to the lundlord. The program is administered under an Annual
Conrributions Contract (ACC) with HUD. HUD provides funding to cover the HAP and administrative costs for the number of
subsidy allocations awarded, with participants paying up 1o 40% of incume ut initial lcasc-up.

COMMISSION-WIDE STATEMENT

The following tuable reflects the condensed Statement of Met Assets compared to prior year, The Commisasion is engaged in
Busincss-Type Aclivities. For morc detailed information and breakdown, see paga 9" Swatement of Net Assets”.

TABLE 1
STATEMENT OF NET ASSETS

2007 2006 Change
Current and Other Assets 5 4,041,089 35 33771965 & 463,124
Capiral Assets 2661013 23,766,505 3,843,616
Total Assers 30,651,220 16,344,470 4,306,750
QOther Liabilities 541,208 t,099,587 (557,779
Leong-Term Liabilities 697.541 346.851 (149.310)
Towl Liabilities 1,239,140 1,946 438 (707,089)
Nct Assers:
Invested i Capital Asscts, Net of
Related Debt 26,610,131 22 766,505 3,843,626
Unrestnicred 2,801,740 1,631,527 1,170,213
Total Net Assets 5 29411871 % 24398032 § 5.013.830

Major Factors Affecting the Statement of Net Assets

Curent assets increased by $436,124. The main reason the current assets incroased was due to the reconciling of the Capital
Fund Grants 1o the genera! tedger and subsequently receiving upproximately $320,000 in reimburacment from the Capital Funds
for items that were charged, but not previously requisitioned from LOCCS, These reconciliation's are now doge on 4 monthly
basis,

Curreal liubilitics decreased by §5537,779. There was & reduction of §130,000 in the linbility that is owed 10 the Ctty of Fiint, The
prior year's accounts payable was extremely high due to an accrual of $330,000 that was in there far payment of two lawsuits. We
also reduced the liability by paying the aforementioned lawsuit settlements. In addition, we were operating an a spending freeze
at the time sq there were not @ lot of invoices that were du¢ and payable at the end of the your,

Table 2 presents delails on the changes in Unrestricted Net Asgers
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FLINT HOUSING COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2007

TABLE 2
CHANGE OF UNRESTRICTED NET ASSETS
Unrestiicted Net Asgets 6/30/08 $ 1,031,527
Results of Operations (760,658)
Adjustmenls:

Depreciation (1) 3,092,761
Disposal of Assets 37,101)
Adjusted Results from Opcrations 2,293 004
Capitad Expenditures (3.239.006)
Prior Period Adjustment 2,114.213
Unreswicted Net Assets 6/30/07 S 2,301,740

(1) Depreciation is treared as an cxpense and reduces the resulls of operations but does not have an impact on Unregtricted Net
Asscts.

While the results of operattons is a significant measure of the Commission's activities, the analysis of the changes in Unrestricted
Net Assets provides a clearcr change in financiul well-being,

TABLE 3
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

The following schedule comparcs the revenues and expcnses for the current and previous fiseal ycar. The Commission is
engaged only in Business-Type Activities.

2007 2006 Change
Revenuss

Tenant Revenues - Rant and Other ) 1,605,759 § 1,206,685 § 309,074
Operating Subsidies and Grants 8,206,870 8,749,982 (543,112)
Capita] Grants 1,326,305 1,041,452 284,253
Other Government Grants 419,966 -0- 419,966
Investment Income 83,568 74,645 8,923
Gain/Loss on Sale of Fixed Asaets (2,142) -0- (2,142)
Orher Revenucs 187,660 83218 102.442

Total Revenue b 11,827,986 § 11,247,982 3 580,004
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FLINT HOUSING COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2007

TABLE 3, Continued
STATEMENT QF REVENVUES, EXPENSKS AND CHANGES IN NET ASSETS, CONTINUED.

2007 2006 Changg
Expenses
Administrative 5 2435459 8 2,891,782 8 (456,323)
Tenant Serviges 37.194 92,235 (35.041)
Utilities 1,219,209 1,285,859 (66,650)
Mainiznance 1,356,906 1,688,008 (331,102)
Proteclive Services 442 137 487,362 {40,225)
Gencral 534,829 381,921 152,903
Bad Debt 86.133 105,147 (19.014)
Housing Assistance Payments 3,369,499 3,045,821 323,678
Special Iems (5.485) -0- (5,485)
Bxtraordinary Maintenance «0- 50,221 (50,221)
Dcpreciation 3,092,761 2,497,273 595,486
Tortal Expenses 8 12,588,642 8 12,520,631 8 68,011
Net Decrease § (760,656) S {1,272,649) § 511,992

MAJOR FACTQORS AFFECTING TTE STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS.

The change in asscts was primarily related to an additional $419,000 in Housing Assistance Payments that were received in
December 2006 from HUD.

The §300,000 increase in Tenunt Revenues is due in part Lo incressed occupancy which resulted in additonal dwelling rentul
income and in part 1o the increase in the late fee charge from $10 10 $25. The decrease in Qperating Subsidies g due to
decreased funding flom HUD for public housing. The increasv in Capiral Funds is due 1o recciving another Capital Fund Grant
from HUD and utilizing the funds. The increase in Other Government Grants was due 19 additiona] HAP money reeeived for the
Hausing Choice Voucher Program from HUD. The increase in other revenues is due in part Lo having more cash in the bank
allowed us Lo rzecivc more intgrgst thun the prior year.

First and foremost, there were a lot of chanpes at the Comumission during fiscal year 2007. We survived scveral interim Executive
Directors and staff terminations. The current staff placed spending freezes on purchases that were not an ahsalute necessity or un
emergency item. This resulted in reduced expenses across the board.

Administrative and tenant service salaries decreased due to cmployse terminations, Maintenance materials as well as
vxrraardinary mainienance cxpenscs decreased due to the spending freeze that was initiated. Protective services were decreased
because there was no room in the budger to pay the company from the operating find; sceurity was basically funded from the
Capital Fund Grunt. Bad dcbr was decreased duc to swicter lease enforccmenst and implementations that were made in the
updated lease in January 2007.

Housing Assistance Payments were increased due to a couple of items. The Program received addirional monies in Deeember
2006 and nesded to udlize them. in addition, for scveral years, the Program was under-utilizing their moathly Contriburion
received from HUD so they have a surplus of money that needs 1o be utilized.
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FLINT HOUSING COMMISSION

MANAGEMENT'S DISCUSSION AND ANALYSIS
JTUNE 30, 2067

CAPITAL ASSETS

As of year end. the Commission had $26,610.131 invested in a variety of capital sssels as reflected in the following schedule,
which represents a net increase {addition, doductions and depreciation) of 53,843,626,

TABLE 4
CAPITAL ASSETS AT YEAR-END
(NET OF DEPRECIATION)

Business-Type Activilies

ann7 2006 Change
Land and Land Righrts g 2242445 % 2,242445 S -
Buildings 57,462,136 54,314,493 3,137,663
Equipment - Administrazive 1,114,464 927,476 186,988
Leasehold Improvements 19,731,570 15,117,186 4614,384
Conarruction in Progress 2,565,195 3,599,576 (1,034,381)
Accumulated Depreciation (56,505.699) (33.444.671) {3,061,028)
Toral 3 26,610,131 § 22,766,505 § 3,843,626

The following reconciliation summarizes the change in Capital Assats, which is presented in detail on page 16 of Lhe notes.

TABLE 5
CHANGE IN CAPITAL ASSETS

Business-Type

Activities
Beginning Balance S 22,766,305
Additions 3,313,208
Prior Pericd Adjustinent 3,660,280
Retiroments (37,101)
Net of Depreciasion
Depreciation (3.092.761)
Ending Balance 3 26.610.131
‘This yeal's major additions arc:
Business - Type Activities
Capital [mprovements Programs ( modernization) g 31313,208
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FLINT HOUSING COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2007

DEBT QUTSTANDING

Aj of June 30, 2007 and Junc 30, 2006 , the Commission owes debt o the City of Flint in the amounts of $750,000 and $910.000
respectively. The difference ropresents the principal payment of §130,000

ECCGNOMIC FACTORS
Significant cconomic factors arfecting the Cormnmission are as follows:

- Federal funding of the Depanment of Housing and Urban Development.

- Very tight housing market which impaets housing rental races.

- Local/state declining economic conditions and cmployment trends, impacting resident incomes and therefore, the amount of
rental income.

- Inflationary pressure on utility ratcs, supplics, and other costs.

- No change in the wtility allowance duc to no changes in the utility costs in FY 07.

FINANCIAL CONTACT
The individusl to be contacted regarding this repurt is Roderick Slaughter, Interim Executive Divector of Flint Housing

Commission at (810) 736-3030. Specific requests may be submitted to Roderick Slaughter, Interim Exceutive Director of Flint
Housing Commission, 3220 Richfield Rd, Flint, MI 48506.
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FLINT HOUSING COMMISSION
STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS

Cash and Cash Lquivulents

Cash and Cash FEquivalents - Restricted
Due From Other Governments
Receivables - Net of Allowance
Deferred Churges and Othier Assats
Inventories - Net of Allowance

Fixed Asséts - Net of Accumulated Depreciation

TOTAL ASSETS

LIABTLITIES AND NET ASSETS

Accounis Payable

Accrued Salaries, Wages and Compensated Absences - Carrent

Due To Other Governments - Current

Trust and Deposit Liabilitica « Current

Deferred Revenue

Deferred Credits and Other Liabilities

Due To Other Governments - Non-Curreut

Accrued Salaries, Wages and Compensated Absences - Non-Current

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets
Restricted
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

"SEE INDEPEMNDENT AUDITOR'S REPORT"

@011/036

§ 3517416
167,715
25,038
43,866
148,720
138,334

26.610,131

30,651,220
S —r—

108,826
130,394
130,000
162,709
9,411
468
690,838
6,703

1,235,349

26,610,131

2,301,740
29,411,871

§ 30,651,220

"THE ACCOMPANYING NOTES ARE AN INTEGRAL FART OF THESE FINANCIAT STATEMENTS"

9



0441572008 12:59 FAx 517 2643641

-

STATEMENT OF REVENUES. EXPENSES, AND CHANGES IN NET ASSETS3

ZENK & ASSOCIATES PC

FLINT HOUSING COMMISSION

YEAR ENDED JUNE 30, 2007

OPERATING REVENUES:

Federal Grants
Dwelling Rental
Other Government Grants

Other Revenue
TOTAL OPERATING REVENUES
OPERATING EXPENSES:

Administrative

Tenant Services

Utilities

Maintenance

Protective Services
Insurance

General Expense
Payments in Licu of Taxes
Bad Debts

Housing Assistant Payments
Depreciation

Special Items

TOTAL OPERATING EXPENSES
OPERATING LOSS
NON - OPERATING REVENUE (EXPENSES):
Inrerest and Tnvestment Income

Gain (Loss) on Disposal of Capital Asscts
Capital] Grauts

TOTAL NON-OPERATING REVENUE (EXPENSES)

CHANGE IN NET ASSETS

TOTAL NET ASSETS - BEGINNING

I'RIOR PERIOD ADJUSTMENT

TOTAL NET ASSCTS - RESTATED

TOTAL NET ASSETS - ENDING

"SEE INDEPENDENT AUDITOR'S REPORT"

@ 012/038

§ 8208870
1,605,759
419.966
187.660

10,420,255

2,435,439
57194
1,219,209
1,356,906
442,137
461,156
4,962
68,711
86,132
3,309,499
3,092,761

(5.485)

12,588,642

(2,168,387)

83,568
(2.142)
1,326,305
1,407,731
(760,656)
24,398,032
5,774,495

30,172,527

$ 29,411,871

"TIIE ACCOMPANYING NOTES ARE AN INTEGRAL PART QF THESE FINANCIAT. STATEMENTS"

10
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FLINT HOUSING COMMISSION
STATEMENT QF CASH FLOWS
YEAR ENDED JUNE 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash Received from HUD g 8,497,277
Cash Received from Tenants 1.577,705
Cash Payments for Housing Assistance Payments (3,369,499)
Cagh Payments for Adwunistrative (2.904,252)
Cash Fayments for Other Operating Expenscs (3,623,115)
Other Income 395,458
NET CASH PROVIDED BY OPERATING ACTIVITIES 771,574

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Contributed Capital for Capital Grants 1,326.305
Acquisition of Capital Assets (1,289,488)
Payments to Other Governments (130,000)
NET CASH USED BY CAPITAL AND RELATED FINANCING ACTIVITIES (93,183)
CASHFLOWS FROM INVESTING ACTIVITIES:
Interest and Investment Income E3,568
NET CASH PROVIDED BY INVESTING ACTIVITIES 83,368
INCREASE IN CASH AND CASH EQUIVALENTS 761,959
CASH AND CASH EQUIVALENTS, BEGINNING 2,923,172
CASIT AND CASH EQUIVALENTS, ENDING $ 3,685,131

RECONCILIATION OF CASH AND CASH EQUIVALENTS TO STATEMENT OF NET ASSETS

Cash and Cash Equivalents 3 3,517,416
Restricted Cash and Cash Equivalents 167,715
CASH AND CASH EQUIVALENTS, ENDING % 3,685,131

—

"SEE INDEFPENDENT AUDITOR'S REPORT"
"THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS"
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FLINT HOUSING COMMISSION
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2007

RECONCILIATION OF OPERATING LOSS TQ CASH PROVIDED BY OPERATING ACTIVITIES:

Operating Loss

Adjustmenrs 1o Reconcile Operating Loss to Net Cash provided by Operating Activities

Depreciation
Bad Debts

(Increase) Decrease in:
Receivables - Net of Allowance
Due ¥rom Other Govemments
Inventoties - Net o[ Allowancc
Deferred Charges and Other Assets

Increase (Dagrease) in
Accoums Payable
Accrued Wapes, Salanies, and Compensared Absences
Due to Other Govenuments
Trust and Deposit Liabilitics
Deferred Revenue
Defeired Credils and Other Liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES

“SEE INDEPENDENT AUDITOR'S REPORTT"

~

L

b

A014/036

(2.168,387)

3,092,761

86,133

(24,124)

250,407
34,819
24,433

(509,405)
(18,640)
(20,106)

(3.930)
(12,168)

(219)

771,574

"THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS" .
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FLINT HOUSING COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY GF SIGNIFICANT ACCOUNTING POLICIES

Orsanizagion and Reporting Entily

The Flint Housing Commisgion (the Comnussion) contracts with the U.S. Department of Housing and Urban Development (HUD)
to provide housing t0 low-imcome families. FHC receives subsidies and is regulated by HUD to provide such housing. Thersfore,
HUD pravides the Commission with detailed manuals that prescribe and deseribe accounting principles and procedures to be uscd
by the Public Housing Commission (PHC). Any significant or matcrial deviations from prescribed procedures arc required 1o be
reported 33 findings in the audit report prepared for HUD. In addition. HUD determines and arranges for temparary and
peinanent financing for the PHC and provides the funding for repayment of the indebt=dness thus created.

The accompanying general purposc financial statements comply with the provisions of Govemnmental Accounting Standurds
Roard, (GASH) Staterment No. 14, The Financial Reporting Entity, and Statement No. 39, Determining Whether Certain
Organizuations arc Companent Lnitg, 1n thal he financial staterments include a)] organizations, activitics, and functions for which
the Commission is financially accountable. Financial accountability jis defined by the compenent unit being fiscally dependent on
the Commission. On this basis, the Commission's management believes the financial statements represents all ol the funds over
which the Commission is financially accountable.

Basis of Accouniing

The financial statomenrs of the Cormmission huve been prepared i conformity with gencrally accepted-accountng principles
(GAAP) ag applied lo governmental units. The Governmental Accounting Srandards Board (CASB) is the aceepted standard-
sctting body for esiablishing governmental accounnng and financial rcporting principles. The more significant of the
Commission's accounting policies are described below,

Pursuant to GASDB Statement No. 20 Adccounring and Financial Reporting for Pruprietary Funds and Other Governmenral
Entities thar Use Proprietary Fund Accownting , the Commission follows GASB guidance as uppheable 1o propitetary funds end
FASB Staterments and [nterprerations, Accounting Principles Board Opinions and Accounting Researeh Bulletins issued on ar
before November 30, 1988, thut do nor conflier with or contradict CASB pronoun¢ements. Government activities, which uormally
are supported by intcrgovernmental {grant) revenucs, are reported separately from any business-type activitics, which would rely to
a significant extent on fecs and charges for support. All of the Commission's activities are considered busincss activities,

Budeetary Accounting

The Commission annuatly prepares its budgers as prescribed by the Deparment of Housing and Urban Development. Budgets for
each fund (scparate ACC %) are submitted to and approved by the Board of the Housing Commission, and then is submitted to
HUD.

Use of Estinvates

The preparation of finaneizi statements in eonformity with genceally aceepted aceounting prineiples requires management Lo mauke
cstimates and wssumptions that affect the reported amounts of assets and ljabilities and disclasure of conringent assets and
linbilities at the date of financial siatements, and the reported ameunts of revenues and expenscs during the reporting period.
Acluul results could differ from thosc cstimares.

Cash and Cash Equivalcnts

For the purpose of the statement of cach flows, cash and cash equivulents include all highly liquid debt instruments with ariginal
maturirics of three months or lcss.

Restricred Cash

Restricted cash accounts represents amaunis held for security deposits and other cash restricted for specifie programs by HUD.

"SLE INDEPENDENT AUDITQR'S REPORT"
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FLINT HOUSING COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 130, 2007

NOTE 1 - SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES, Continued

Accrued Liabiliues

All Payubles und acerued liabilitics are reparted in the basic financial siatemeals.

Receivables - Ner of Allowance

Bad dcbts arg provided on the allowance methad buscd on management's evaluation of the collectibility af outstanding tenant
receivable balances at the cnd of the year. The allowance foc uncollectible sccounts was $19,406 ar June 30, 2007.

Inventgry - Marerials

Inventory - materals arc stated ar cost which upproximates marleet with an allowance for obsolescence of 515,370,

Propery and Equipnment

Property and equipment are stated al cast and depreciation is computed using the straight Hne method over an estimated useful [ife
of the ussets. The cost of normal mamienance and repuirs, that do not add to the value of the asset or matcrially exiend the assst
life. are not capitalized. The following are the useful lives used for depreciation purposes:

Buildings 40 Ycars
Fquipment 5-10 Ycars
Leasehold Improvements 15 Years

Compensared Absences

The Commission accounts for compensated absences in accordance with GASE Sraterment No. 16. Sick lcave and other
compensated absences with similar ¢haracteristics are accrued as a liability based on the sick leave accumulared at the balance
shegt date by those employees who currently are eligible to receive termination payments. To caleulate the liubility, these
accumulations ure reduccd ro the maximum amount allowcd as & temination payment. All employees who meet the terminarion
palicy of the Commissian far years of serviee are meluded in the calculation of the compensated absences ucerual aniount.

Vication leave and other compensated absences with similar charucteristics are accrued as a lability as the benefits are zamned by
the employass if both of the fullowing conditions are met: {1) The employces' rights 10 receive compensation are arrributable to
scrvices already rendercd and are nor contingent on a specific evenr that is ourside the control of the employer and employee. {2)
It is probable that the employer will compensate the employses for the benefits through paid time off or some other meuns, such as
cash payments at termination or retirement.

In the propriety fund, the compensaled absences are expensed when earned with the ameunt reported as fund ltability.
Not Asscts

Net a3s¢ls ¢onsist of investment in capital assets, restricled net assets, and unrestricted net asscis. Reswicted nel aysets include the
accumulation of contributions in the form of cash or other assets which gencrally do not have ro be rctumed 19 the contributor.
These funds are restricted by HUD as to use and must be approved before expending. Unrestricted assets arc designated for use
for program expendiwres in future periods,

Due From/Te Qther Programs

[nterprogram reccivables and payables as of June 30, 2007 on the Financial Data Schedule have been climinated on the Statement
of Net Assels,

Decferred Revenue

Deferred revenue ariscs when revenucs are reccived before revenue recognition criteria have been satisfied.

"SEE INDEPENDENT AUDITOR'S REPORA™
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FLINT HOUSING COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 10. 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continucd

Mrepaid Expenses

Payments made (0 vendors for services that will beneflt periods beyond Jure 30, 2007, ure recorded as prepaid expenses using the
consumption method. A current asset far the amount 1§ recorded at the time of the purchase and expense is reported 1n the year in
which the services are consumad.

NOTE 2 - DEPOSITS AND INVESTMENTS

Decposits

The Comnusgsion's cash depasils are summarized below and were held by the Commission’s bank in the Commission’s namg. The
cash deposit was covered by a combinstion of federal depasitory insurance and sccurities held by the pledging financial institution
trusl department or agent in the Commission’s name. The carrying amount of the Commission's deposits totaled $3,685,131 s of
June 30, 2007. The corresponding bank balances toled $§2.126.273 the difference representing outstanding checks and other in-
transit items. The currying emount includes petly cash of $150.

Category
Carying Marker
1 2 3 Amount Value
FDIC Insured Cash
Depaosits & 143,581 § 3.541.550 § -0 g 1,085,131 § 1.685.131

Categary | - Insured or collateraiized with securitics held by the entity or by its agenr in the entity’s name.

Category 2 — Collateralized with sacurities held by the pledging financial institution’s trust department or agent in the entity's
name.

Category 3 — Uncollateralized as defined by the GASE (securities pledged with the pledging financial institution's trust depariment
or agent, bul not in the entity's name).

NOTE3S - RESTRICTED CASH AND INVESTMENTS

As of June 30, 2007, the Commiszion had the following cash und invesimicns, the use of which was restricied wnder the tems of
various grant programs, debt obligations, and other requircments.

Cuash
Conventionai Program:
Tenanmt Scourity Depasits S 162,709
Modemirarion and Development 5,006
Total Restricted Cush g 167,715

"SEE INDEPENNDENT AUDITOR'S REPQRT"
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FLINT HOUSING COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 4 - PROPERTY AND EQUIPMENT

The following 15 w summary:

2007

Land $ 2,242,445
Buildings 57,462,156
Fumiture and Equipment 1,114,464
Leasehold Improvements 19,731,370
Construction in Progress 2,565,193

Property and Equipment 83,113,830
Accumulated Depreciation (56,505,699)

Property and Equipment, Nct of Accumulated Depreciation § 20.010.123]
The following is a summary of changes:

Additions
Balance (Deletions) Balance
Julv 1, 2006 Nt June 30. 2007

Land g 2242445 % «0- $ 2.242.445
Buildings 34,324,493 3,137,663 57462,156
Furmiture and
Equipruent 927,470 186,988 1,114,464
I easehold Improvements 15,117,186 4,614,384 19,731,370
Construction 3,399,576 (1.034.381) 2.565.195
Property and Equipment 76,211,176 6,904,654 83,115,830
Accumulated Depreciation {53,444 671) (2.061,028) (56.505.699)
Propetty and Equipment, Net of

Accumulated Depreciation §  22,766.305 § 3843020 5 26.610.131

Decpreciation expensc for the year ended June 30, 2007 was $3,092,761.

"SEE INDEPENDENT AUDITOR'S REPORT"
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FLINT HOUSING COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30. 2007

NOTE 5 - LONG TERM DEBT

A roll-forward of the Authority's Tong-term debt in 2007 is as follows:

Rulunce Balance Due Within
July 1, 2006 Increase Decrease June 30,2007 Qne Year
Note
Payable § 210,000 $ 0- s 130,000 § 780,000 § 130,000

The detail of the Authority's long term debt at venr end is as follows:
Natc Payable 1o the City of Flinl. payable in annual installments of §130.000 each July 1, non- intercst bearing,
unsccured , maturing January 2012, This debr is for unpaid employee wages and benefits for fiscal years 2000,

2001, and 2002 in the amount of §1,580,963.

Dby service requirements of the notes payable for fiscal years ending on June 30, 2007 are as follows:

Duc Fiscal Principal

Year Ending Anmount
2008 § 130.000
2009 130,000
2010 130,000
2011 130,000
2012 130,000
Totgl S 630,000

NQTE 6 - DEFERRED COMPENSATION PLAN

The Commuission offers its employees s deferred compenzation plan ¢reated in accordance with Internal Revenue Code Section
457. The Plan, available 1o all permanent Commission cmployees, permits cach to defer a portion of their salary until future years.
The deferred compensation in net availzble for distribution to employees until termination, retirement, deuth, or unforesesable
ETRETECNCY,

All amounts of compensation deferred under the plan, all property and rights purchased with these amounts, and alf income
attributable to those amounts, property, or rights, are held in truse, with the Commission serving as trustee, for the cxclusive benefic
of the plan participants and Ltherr beneficiaries. The ussets shall nor be diverted to any other purposs. All provisions of the plan,
and the trust, ace in conformance with Interaal Revenue Code Section 457.

The plan's Tunds are excluded from the financial statements in conformance with the reporting and disclosure requirements in
GASB Starement Number 32, Aecounting and Financial Reporting for Intermal Rovenus Code Section 457 Deferred

Cumpensation Plans .

The Commission does not contribut 1o the deferred compensation plan.

"SEE [NDEPENDENT AUDJTOR'S REFORT"
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FLINT HOUSING COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 7 - RISK MANAGEMENT

The Commission is cxposcd to various risks of loss related 1o lony; theft of, damage 10, and destruction of asscts; errors znd
omissions; injuries to employees and natural disasters. The Commvission manages these various risks of loss as follows:

Type of Loss Methad of Management

" Torts r PEHIE : . . T :
orts, srrors, and on Purchased insuranee with Housing Authority Risk Retention Group,

b. [njuriee 1o employees  Purchased insurance with Amernican International Companics; Clainis are administered
{workers' Compensation by american International Companies.

¢, Physicul Property loss and
natural disasters Purchased commercial insurance with $25,000 deductibles.

d. Health and Life Purchased health insurance with M-Care; Life insurance is provided by Principle Life
Insurance Company.

Management belicves such coverage 15 sufficient to preclude any significant uninsured losses 1o the Commission. Sertled ¢laims
have not exceeded this insurance coverage in any of the past three fiscal years.

NOTE & . COMMITMENTS AND CONTINGENCIES

Grants

The Cominission received financial assistance from federal agencics in the form of grant. The disbursement of funds received
under these programs generally requires compliance with terms and conditions specified in the grant agreements and is subject o
audic by the grantor agencics. Any disallowed claims resuling from such uudits could became a liability of the Comunission, The
amount, if any. of disbursements which may he disallowed by the prantor cannot be determined at this time, although rthe
Commussion expects such amounts, if any, to be imimaterial.

Litigation and Claims

In the normal course of operations, the Commission may be subject to litigation and ¢laims, At June 30, 2007, the Commission
was involved in geveral such matters. While the outcome of the above macers cannot presently be derermined, Mmanagement
believes that ther ultimate resolution will nat have a material effcct on the financial staternems.

NOTE 9 -PRIOR PERTOD ADJUSTMENTS

The Commiission recorded an adjugiment to carrect capital assets. which was understated as of June 30, 2007, The
adjustment in¢reased the reported capital usset amount by $3,660,250.

The Commission recorded an adjustment to comcct net assers, which was understated as of Junc 30, 2007. The
adjustment inereased the reported net asset amount by $2,114,215,

"SEE INDEPENDENT AUDITOR'S REPORT"
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STATEMENT OF NET ASSETS
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¥DS SCHEDULE SUBMITTED TO HUD

JUNE 38,2007

A 021/038

1+.850a 14871 14.%72
FDS Line Low Rent Sect ¥ LICV
[tem No. Accounl Degeription Housing Programs CFP Toual
ASSETS
L1 Cash - Unreatrigied 1,940,594 51,376,822 30 53,917,416
112 Cush » Rescricled - Modernization and Development 3,000 0 0 3,006
114 Cash - Tenang Security Deposits 162,709 0 0 162,709
100 TOTAL CASH 2.108.109 £.576,922 0 3.685.131
122 Accounrs Recgivable - HUD Other Projects 1] "] 25,038 25038
124 Accotnua Reecivable - Othor Guvernment Q 0 0 ]
126 R Tenunis - Dwelling Renis 03,272 0 ) 63.272
126 | Allowanes for Doeubllul Accounts 119,406) 0 0 (19,4006
129 Acerucd Interast Receivable [\ 0 0 [}
120 TOTAL ACCOUNTS RECEIVABLE 3.866 [i 25,038 6R.004
[ED Invesiments « Unrestrigred 0 0 0 f
132 Investments - Resmicted 0 o] 0 0
142 Frepaid Expenseys & Other Assers 145,720 0 0 145,720
143 Inventorics 153,704 0 0 133.704
1431 Allowanez for Obsolete Inventorias {15.370) 0 [l (15.370)
144 Interprogram Due Trom 0 1.943 324 2.RG7
130 TOTAL CURRENT ASSETS 2,439,239 1,578,763 25,962 4043956
163 Land 2,242,445 4 0 2.242.443
162 Buildines 57,462,156 i 0 37.4062.)56
163 Fumitura and Equipment - Dwellings 0 qQ 0 0
164 Fumitire and Equipment - Administrative 777,763 15,741 320,960 1,114,464
165 Leasehold Improvement 16,731,570 0 4 19,731,570
1060 accumulaled Depreciznon {56.384.246) {15,741) (1953.713) {56,503.099)
167 Construgnon i Progress 0 2,565,195 2,563,195
160 TOTAL FIXED ASSETS. NET 23.829.68% b 2,780,443 26.610.131
180 TOTAL NON-CURRENT ASSETS 23.829,68% 0 2,780,443 26,610,131
194 TOTAL ASSETS £26.268.017 51,578,763 $2,806.403 530.654.087
LIABILITIES
312 Acgounts Pavabie <=00 Duys $23.788 50 525,038 5108.826
3121 Accrued Wares/Payroll Taxes 78.407 Q 0 78,407
322 Accrued Compensaied Absences 51,987 Q 0 31,987
333 Accounts Payabl - Other Governmenls 717267 ¥3.571 0 §20.833
341 Tenant Secuirity Depasits 162.709 0 0 162,700
142 Def=rred Revenyg 9411 0 0 0.411
333 Otkar Current Liabilivies 468 0 Q 468
146 Accrucd Liabilisics - Other 0O [} [¥] 0
147 Interprogram Oue To 2.867 0 {0 2,867
310 TOTAL CURRENT LIABILITIES 1.126.904 231571 25,018 1.235513
33 Accrued Compensared Absences - Noncurant 4] £,703 0 6,703
3 Nowcurrent [ iabilitics - Other 1] 0 0 0
5 TOTAL NONCURRENT LIATILITIES 0 4,703 0 5,703
309 TOTAL LIABILITILS 1.126.904 90.274 25.03% 1,242,216
EQUITY
508t Invesied in Capital Assers. Net ot Relared Debi 23,829,688 0 2.780,44) 26,610,131
Sl Restricted Net Agsels ] 0 0 [
512, Lnrestricted Net Asscis 1.312.325 1488491 924 1.801.740
513 IOTal EQUITY 25,142,013 1,488 401 2,781,267 29,411,871
500 TOTAL LIABILITIES AND EQUITY 326,.268.917 $1.578,7G5 52,806,403 530,654,087
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STATEMENT OF REVENUFES, EXPENSES, AND CHANGES IN NET ASSETS
FDS SCHEDULE SUBMITTED TO 1IUD
JUNE 10, 2007

Ao022/036

\ 14.850a 14.871 14.872
FDS Line Low Rent Secr. § HCV
Irem No. Account Dexsription Houging Programs CFP Toral
REVENUE
703 Net Tenant Renead Revenus §1.460.161 40 $0 §1.460.161
704 Tanant Revenye - Other 143,503 0 0 125,598
708 TOTAL TENANT REVEMUE 1,605,749 0 0 1,605.759
706 PLA LIUD Grants 3,454,253 3,873,040 379.277 8,206.370
706 1 Capiat Granis ] 0 1,326,305 1.326.304
708 Qther Govermiment Grants 0 419,966 0 419966
711 Investment Income - Linrestrictad 53.626 24.942 0 21,568
714 Fraud Recovery Q 3,738 1] 2,738
713 Qther Revenus 184,594 a8 0 184,922
716 Gain Lozs on Sale af Fixed Assets (2.142) 0 I {2.142)
720 [nvestuent Income - Restricted 0 0 ) 0
700 101AL REVENUE 5.301.0%0 4,321,014 1.105.882 11,827,936
EXPENSES
9l Adminisrative Salaries 823,039 230,808 103,100 1,157,007
912 Auditing Fees 8,770 0 3.000 11.770
914 Compensaed Absences 227210 11,204 0 238414
9i3 Employee Benefit Conmibution - Adminisirative 200.483 $3.348 28,056 371,497
G4 Qrher Operptine - Administrative 295717 46.067 314.587 656,171
621 Tonant Services - Saluries 20,254 f} 0 29,254
923 Emplovee Senelit Conrriburion - Tenant Services 9.769 0 9,769
024 Tenunl Serviges - Other 18,171 0 1] 18,1711
931 Water 597 044 0 ] §07.044
952 Electricity 163,763 0 0 168.768
93 Gas 251397 [l 0 253,397
941 Ordinary Maintenense nnd Operarion - Labor 593,194 0 n 592,194
9342 Ordingry Mainienance and Operation - Maternaly 318,509 BR2 0 319,391
943 Ordinary Maintgiance and Operation - Cont Cost 204,958 1.176 0 266,134
945 Emoloves Benelil Contribution - Org Maintenance 176187 0 0 179,187
952 Protective Services « Othar Contract Costs 4,832 1.470 430833 442,137
961 lnsuranca Premiume 457,644 3812 i 461,156
062 Qther General Expenses 4.749 21 4 4,962
961 Pavnments in Lieu of Taxes 68.711 0 0 §2711
964 Bad Debts - Tenznt Raurs 86,279 (146 ] 86,133
363 TOTAL OPERATING EXPENSES 4,903,688 348.604 379.57% 6.131.867
973 CXCESS OPERATING REVENUE QOVER
EXPENSTES 197,403 3.972.4(0 1,320,304 5,696,119
OTHER EXPENSES
972 Cagualyy Losses « Non Capitalized 0 0 0 i
971 1Tousing Assistance Payrants 0 3.3653,490 a 3,169,400
974 Depreciation Expense 3,028,569 [\] 64,192 3,092,761
900 TOTAL EXPENSES 7,931,254 3,718,103 943 770 13,594,127
OTHER FINANCING SOURCES (USES)
1001 Operating Transfer In {) 0 0 0
1002 Operating Transfer Qul 0 0 0 0
1008 Soecial lternx (nel geinfioss) 5,435 0 0 5 435
TOTAL OTHER FINANCING SOURCES (USES) 3,485 0 0 5,483
1000 EXCESS (DEFICIENC Y)Y OF REVENUE OVER
(UNDER) EXPENSES (2.625.679 602.011 1261112 (760,656}
1103 Baginning Kauity 19,737,445 582,917 3,177,670 24,398,032
1104 Priot Period Adjusunent 8,030,247 2,663 12,258,415) 5.774.493
CNDING EQUITY $25.142.043 $1.488 491 §2.781.367 £20.411.871
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FLINT HQL/SING COMMISSION
ADDITIONAL REQUIRED INFORMATION
FDS SCHEDULE SUBMITTED TO HUD

JUNE 34, 2007

@023/0386

14.850a 14,371 14.872

F138 Line Low Rent Seer. § HCV

Irem Ny Agcount Description Housing Programs Ccrp Tolal
1103 Bepinning Equity $19.737.443 $882.917 $3,777.670 $24.3193.032
1104 Prior Period Adjustment and Bquity Trans{ers 7917811 2,663 (2.233.377) 5.687.097
1117 Administrative Fee Bquity 0 37,178 0 37,178
1118 Housing Assistancs Payments Equity 0 1.143,GR% U 1,143 688
1120 Gross Number of Units 14,797 11.5%6 () 26,353
1121 Number of Unit Months Leased 11.006 10,000 0 21006
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FLINT HOUSING COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2007

FEDERAL
CFDaA FUNDS
NUMBER EXPENDED

U.5. DEPARTMENT OF HU/D DIRECT PROGRAMS

PHA Ovwned Housing:

Public and Indian Housing Program 14.850a 3,454,253
Public and Indian Housing Capital Fund Program 14 872 2,205,882

Section 8
Tenant Based Voucher Prograim 14 871 3,873,040
Total Federal Assistance ¥ 935331475

"SEE THE ACCOMPANYING NOTES TOQ THE SCHEDULE OF EXPEND{TURES QF FEDERAL AWARDS"
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FLINT HOUSING COMMISSION
NOTES TO THE SCHEDULE QF EXFENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2007

NOTLE | - SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of federal awards presents the activity of all federal financial assistance programs of Flint
Housing Commission and is presented on the accrual basis of accounting. The mformadon in the schedule is presented
in accordance with the requirements of OMB Circular A - 133, Andits of States, Local Gavernments, and Nou-Profit
Organizations.

NOTE 2 - SUBRECIPIENT AWARDS

Of the federal cxpendinures presenred in the schedule, Flint Housing Commission did not provide federal awards to
subrecipients.
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Zenk & Associates, P.C.

C e rtiﬁ Ed P l.l blic AC C Ou n tants Michigan Associdlion of Corufied Public Acoouniunes

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Comunissioners, Regional Inspector General of Audit
Flint Housing Commission Departent of Housing and Urban
Flint, Michigan Development

We have audited the financial statements of the husiness-type activities of the Flint Housing Commission as of and for the year ended
June 30, 2007, which callectively comprise Flint Housing Commission’s basic tinancial statements and have issued our report
thereon dated March 6, 2008, W¢ conducted our audit in accordance with auditing standards generally accepred in the United States
of Auirica and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Intcrnal Conrrol Over Financial Reporting

In planning and performing our audit, we considered the Flint Housing Commission's internal control over financial reporting as a
basis for designing owr auditing procedures for the purpose of expressing gur opinion on the financial statemnents, but not for the
purpose of expressing an opinion on the efficctiveness of the Commission's internal contol over financial reporting, Accordingly. we
do not exprzss an opinicn on the affscriveness of the Flint Housing Commission's internal control over financial reporting.

A control deficiency exisis when the design or operation of a cantrol does not allow management or employecs, in the normal course
of perforning their assigned functions, 10 prevent or detect misstatements on a tmely basis. A significant deficiency 15 a control
deficiency, or combination of conrol deficiencies, that adversely affects the Commission's ability w initiate, authorize, vecold,
process, 0r report financial dara reliably in accordance with generally accepted accounting principles such that there is more than a
remote likelihood thut a misstatement of the Cornrnission's financial statememts that is more than inconsequential will not be
prevented or detected by the Commission’s internal control.

A material weakness is a significant deficiency, or combination of siznificant deficicncies, that results In morc than a remore
likekihood that a marterial misstatement of the financial statements will not be prevented or detected by the Commussion's internal
control.

Our consideration of internal conwol over financial reporting was for the limited purpos¢ described in the first paragraph of this
section and would not necessarily identify all deficiencies in internal control that might be significant deficicncies or material
weaknesses. We did nor wdentily any deficiencies in internal control over financial reporting that we consider to be marterial
weaknesses, as defined above.

Compliance and Other Matters

As part of oblaining reasonable assurance about whether Flint Housing Cormmission’s financial stalements arc free of marterial
nusstatement, we performed tests of its compliance with certain provisions of laws, regulations, contacts and grants agrocments,
noncompliance with which could have a direct and material effect on the detenmination of financial statemeni amounts. However,
providing an opwnton on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The resulls of our tests disclosed no instances of noncompliance or other matters that are required 1o be reported under
Govenmmenr Auditing Standards.

2404 Cast U.S, Highway 223, Adrian, MI 49221 Phone: 517.264.5156 Fax: 317.264.9641
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We noted cerlain matlers Lhat we reporied to management of the Flint Housing Commizsion, in a scparatce letter dated March 6, 2008,

This rcport 1s intended solcly for the information and use of the board of commissieners, management, and federal awarding
agencies, and is not intended to be and should not be used by anyone other than these specified parties.

March 6, 2008
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Zenk & Associates, P.C.
Members: American Insritutes of Cenified Public Accountants

Certified Public Accountants Michigan Association of Cented Puslic Accountants

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CTRCULAR A-133

Board of Comrmissioners, Regional [nspector General of Audit
Flint Housing Conumnission Department of Housing and Urhan
Flint, Michigan Development

Compliance

We have audited the compliance of Flint Housing Conunission with the types of compliance requircmicnes described in the U.S.
Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended Tune 30, 2007. Flint Housing Commission's major federal programs are identificd in the summary of
audjtor's results section of the accompanying schedule of findings and questioned cogts. Compliance with the requirementys of laws,
regulations, contracts and grants applicable to each ol its major fedexal programs is the responsibility of Flint Housing Commission’s
management. Our responsibility Is to express an opinion on Flint Howsing Comrmssion's compliance based on our audit,

We conducted our audit of campliauce in accordance with anditing standards penerally accepted in the United States of America,; the
standards applicable to financial awdits contained in Government Auditing Standardy, issued by the Comptroller General of the
United States; OMB Cireular A-133, Awdits of Srates, Local Gevernments, and Non-Profir Orgunizations . Those standards and
(OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred o above that could have a direst and material effect on a major federal program
occurred. An audit includes ¢xarmining, on a test bags, cvidence about Flint [Ipusing Comunission’s compliance with thoss
requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Qur audit does not provide a Jegal determinatian on Flint Housing Commission's
compliance with those requirements.

In owr opinion, Flint Housing Commission complied, in all material respects, with the raquirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2007. However, the results of our auditng procedures
disclosed an instance of noncompliance with those requirements, which is required to be reported with OMB Circular A-133 and
which is described in the accompanying schedule of findings and questioned cnsts as item 2007-01.

Intemal Contral pyer Compliance

The management of Flint Housing Commission is respensible for establishing and maintaining effective internal control aver
compliance with requirements of laws, regulations, contracts and grants applicable 10 federal programs. In planning and performing
our audit, we consider Flint Housing Conmumission's internal control aver compliance with requiremsents that could have a direct and
marerial effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinicn
on the effectiveness of internal control over compliance. Accordingly, we do not cxpress an opinion on the effectiveness of the Flin
Housing Commission's iimernat control over compliance

A control defigiency in an enuty's intemal control aver compliance exists when the design or operation of a sontrol does not allow
management or employees, in the normal coursc of performing their assigned funcrions, to prevent or detect noncompliance with a
type of compliance requirement of a federal program on a timely basis. A significant deficiency is a control deficiency, or
combinarion of control deficiencics, tat adversely affects the entity's ability to administer a federal program such that there is more
than a remote likelihood that noncompliance with a type of compliance requircment of [ederal program that 1§ more than
inconsequential will not be prevented or detected by the entity's intemal control.

2404 East U.S. Highway 223, Adrian, MI 49221 Phone: 517.264,5156 Fax: 517.264.9641
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A material weakness is a significant defieizney, or combination of significant deficiencies, that results in more than a remote
likelihood that material noncompliance with a type of compliance requirement of a federal program will be prevented or detecied by
the entity's internal control,

Our consideration of the intemal control over compliance was for limited purposes described in the first paragraph of this section
and would not necessarily identify all deficiencies in intemal contral that might be significant deficiencies or material weakncsses.
We did not identify any defliciencies in ftemal control over compliance that we consider to be material weaknesses, as defined
above.

This report is intended solcly for the information and use of the board of commmissioners, management, and federal awarding
agencies, and is not intended to be and should not be vsed by anyone other than these specified parties.

March 6, 2008
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FLINT HOUSING COMMISSION

STATUS OF PRIOR AUDIT FINDINGS

JUNE 30, 2007

-

STATUS OF PRIOR FINDINGS

The prior audit report for the year ended June 30, 2006 contained  total of 11 audit findings:

Financial Statement Findings

1

Finding:

Status:

Finding:

Status:

Finding:

Starus:

Finding:

Stamus;

Finding:

Status:

Finding:

Status:

Finding:

Status:

Finding:

Status:

Federal Awards Findings

9

11

Finding;

Status:

Finding:

Status,

Finding:

Status:

Physical Inventory
Implemented

Proper Control and Access to Cash
Implemented

Bank Reconciliation
Implemented

Tenant Account Receivable Subsidiary Ledger

Imiplemented

Account Balances
Trmiplemented

General Ledger
Not Implemented - See Findings #1

Excessive Audit Adjustments
Not Implemented - See Findings %2

Budger Overruns
Tnmplemented

Physical Inventory
Implemented

Tenanr Files
Implemented

Missing Informartion
Not Implemented - See Finding #3

29
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FLINT HOUSING COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 SECTION 505
YEAR ENDED JUNE 30, 2007

—

1. SUMMARY OF AUDITORS' RESULTS

Type of Financial Statement Opinion Unquatified

Were there any matenal conmol weakness conditions No

reporied at the financial stateinent level (GAGAS)?

Were there any other reportable control weakmess

conditions reported ar the financial statement level No

GAGASY?

Was there any reported material non-compliance at the No

financial statewent tevel (GAGAS)?

Were there any material intermal control weakness No

conditions reported for major federal programs?

Were theye any other reportable internal comtrol weakness o

conditions reported for major federal programs? ’

Type of Major Pregrams' Compliance Opimon Ungualified

Are there any reportable findings under Section .510? Yes
CFDA# 14.850 Public and dian Housing Program
CFDA# 14.872 Public and Indian Housing Capital Fund

Major Programs (List): Program (CFP)
CFDA# 14.871 Secnon § Housing Choice Voucher
Program
Type A: $300,000

Dollar Threshold: Tyne A/B Programs ’

P o8 Type B: All Others
Low Risk Auditee? Yes
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FLINT HOUSING COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 SECTION .505
YEAR ENDED JUNE 30, 2007

2, FINDINGS RELATED TO FINANCIAL STATEMENTS |

I Finding Reference Number [ 2007-1 ]

Finding Type - General Ledger
Criteria - The Commission should take steps necessary to ensurc the accuracy and completeness of financial statements.

Condition - The general ledger was not properly maintained. In several instances we noted accounts contained incorrect
balances and required numerous adjusting cntrics to reflect actual balauces ar year end. Also, wc noted that beginning
balances for the current fiscal year did not agree with the prior year ending balances and in certain instances the amount
rcported to REAC on the unauditcd submnussion was not in agrezment with the general ledger.

Questioned Costs - Naone
Effect -The Commission's financial statements before any adjusting entries contained uumerous errors.

Cause - Numerous transactions were {ncorrsctly recorded by the Conmwmssion, The Commission did not exercise adequarte
control over the general ledger and reporting finction.

Recommendations - We recommend that the Comrnission exercisc mare care in processing and rccording transactions to
ensuve the integrity of its financial system.

Munagement's Response - This is correct, there were several balance sleet accounts, mostly related to Capital Fund
accounts that did not have correct balances because the Capital Fund transactions were not being recorded properly.

Action Plan - The Commission contracted with 4 fee agcountant i November 2007 10 assist with this and related matters.
Monthly review of financial statements and any corrections will be done in a timely manner to avoid furure findings of this

31
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FLINT HOUSING COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 SECTION .505
YEAR ENDED JUNE 30, 2007

[ 2. FINDINGS RELATED TO FINANCIAL STATEMENTS, Continued. J
‘ Finding Reference Number b 2007-2 |

Finding Type - Excessive Audit Adjustments
Criteria - The Commission should take steps necessary to ensure the accuracy and completeness of the financial statements,

Condition - We noted the audit requircd a significant number of adjusting journal entries, These eniries were necessary
because numerous unadjusted gencral ledger accounts were incorTect.

Questioned Costs - None
Effect -The Commission's financial statements before any adjusting entries contained numerous ecrors.

Cause - Numerous transactions were incorrecily recorded by the Comimnission. The Cormrmussion did not exercise adequate
control aver the general ledger and reporting function.

Recommendations - We recommend that the Commission exercise more care in processing and recording transactions to
ensure the completeness of its financial reporting.

Management's Response - Numerous adjusting entries will be required to correct the general ledger's incorrect balauces as
stated in the prior finding.

Action Plan - The Commussion contracted with a fee accountant in November 2007 1o assist with this and related matiers.
Monthly rgview ol financial statements and any corrections will be done in a 1imely manner to avoid future findings of this
nature.
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FLINT HOUSING COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR 4-133 SECTION .503
YEAR ENDBED JUNE 30, 2007

L 3. FINDINGS RELATED TO FEDERAL AWARDS ]

[ Finding Reference Number | | 2007-3 |

Program Name - CFDA# 14.850a - Public and Indian Housing - Low Rent Program

Finding Type - Noncompliance; Missing Infornmation

Criteria - The program Tequires that all disbursements have the required documentation readily available for audit
cxaimination.

Condition - During our testing of credit card charges, we noted that one employce did not provide documentation
supporting a charge on the Comnussion's credjt card that was paid with Public Housing finds.

Questioned Casts - $1,360

Effect - Those employees with access to the Commission's credit card could make purchases that would not be approved for
payment and would nced to reimburse the Commission.

Causc - Those in charge of cash disbursements and reviewing the credit card bills were disbursing fimds without collecting
ail the supporting docwmentation required.

Recommendations - We reconimend that the Commissian enhance and strengthen its quality congels and procedures to
ensure that required documentarion is accurate and properly filad,

Managemnent's Response - A payment was made for a credit card bill that did not have any accompanying documentation.
This Is not standard practice for the Commission. This particular bill was mainly paying tvavel expenses for prospective
Executive Directors aud the person in charge of the travel plans did not have any backup documentation to attach to the bill,

Action Plan - Unrelated to this matter, the persons responsible for the missing documentation and subsequent processing of
the check are no longer employcd at the Commission. As stated in the managenient response, it i€ not standard pracrice to
pay for marerials or services without docurmenation. Current staff is prudenr in regards ta mvoice processing in order to
avoid such findings.
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Zenk & Associates, P.C.
Members: Anergan Inslituees of Certilied Public Accauntuncs

C el‘tiﬁEd PUblic ACC 0 Untants Michigan Association of Certifiad I'ublic Accountants

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING AGREED-UPON PROCEDURES

Board of Commissioners, Regional Ingpector General of Audit
Flint Housing Commission Department of Housing and Urban
Flint, Michigan Development

We have performed the procedurs described in the second paragraph of this report, which was agreed upon by Flint Housing
Comrmnission and U.S. Department of Housing and Urban Development, Real Estate Assessment Center (REAC), solely to assist
them in detcrmining whether the electronic submission of certain information agrees with the related haxd copy documents included
within the OMB Circular A-123 reporting package. Flint Housing Comnussion is responstble for the accuracy and completeness of
the electronic submission. This agreed-upon procedure was performed in accordance with the atiestation standards established by
the American Tustitute of Cerufied Public Accountants. The sufficiency of the procedure is solely the responsibility of those partes
specified in this report. Consequently, we make no representation regarding the sufficiency of the procedure described below either
for the purpose for which this report has been requested or for any other purpose.

We compared the clectronic submission of the items listed in the "UFRS Rule [nformation" column with the corr¢sponding printed
documents listed in the "Hard Copy Documents” colunm. The results of the performance of our agreed-upon procedures indicated
agreement of the clectronically submitted information and hard copy as shown in the attached chart.

We were engaged to perform an audil in accordance with OMB Circular A-133, Audits of States, Local Govemnmenr, and Nonprofit
Organizations, of the financial statements of Flint Housing Commission as of the year ended June 30, 2007, and have issued our
report thereon dared March 6, 2008, The information in the "Hard Copy Documenrs" colwnn was includad within the scope or was a
by-product, of that audit. Further, our opinion on the fair presentation of the supplemental information dated March 6, 2008, was
expressed in relation to the general purpose financial statements of Flint Housing Comumission taken as a whole.,

A copy of the reporting package required by OMB Circular A-133, which includes the auditors' report is availablc in its entirety from
Fhint Housing Commission. We have not performed any additional auditing procedures since the daie of the aforementioned audit
reports. Further, we take no respousibiliry for the security of the information transmitted electronically to the U.S. Department of
Housing axd Urban Development, REAC,

This report is intended solely for the information and use of Flint Housing Commission and the 1).S. Dcpartment of Housing and
Urban Developmenr, REAC, and is uot intended to be and should not be used by anyone other than these specified parties.

March 6, 2008

2404 East U 8. Highway 222, Adrian, M[ 49221 Phone: 517.264.5156 Fax: 317.264.9641
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FLINT HOUSING COMMISSION
AGREED-UPON PROCEDURES

JUNE 30, 2007
UFRS Rule Information Hard Copy Documensts Findings
Balance Sheet and Revenue and Expense Financial Data Schedule, all CFDA's Aprees
Footnores Foomotes to audited basic financial statcments Agrees
Type of opinion on FDS Auditors' supplemental report on FD§ Agrees
Audic findings narranve Schedule of Findings and Questioned Cost Agrees
General information OMB Data Collection Form Agrees

Schedule of Findings and Questioned Caost, Part |

Financial statement r¢port information , Aprees
P and OMB Data Cojlection Form ¢

. ) Schedulc of Findings and Questioned Cast, Part 1
Federal program report information L ' 5
prog P and OMDB Dara Collection Form Agress

Federal agencies required 1o receive reporting OMB Data Collsction F

package A ata Collection i"orm Agrees

Basic flnancial statements and auditors' reports Basic Financial Statements (in¢lusive of auditors'
required to be submitred elegtronically rcparts) Agrecs
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FLINT HOUSING COMMISSION
MANAGEMENT ADVISORY COMMENTS

FOR THE YEAR ENDED JUNE 30, 2007
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Zenk & Associates, P.C.
Certified Public Accountants o o o Pubi e

INDEPENDENT AUDITORS REPORT ON MANAGEMENT ADVISORY COMMENTS

Board of Commussioners,
Fimt Housing Commission
Flint, Michigan

We have audited the financial statemcnts of the Flint Housing Commission ("Commission™") g5 of and for the year ended June 30,
2007, and have issued cur report, thereon, dated March 6, 2008, We have also issued corapliance reports and reports on internal
contrel in accordance with Government Auditing Standards, These rcports disclosed no material instances of noncompliance,
weaknesses, and rcpartable conditions,

Other matters involving the Commission's operations and internal conrrols, which came to our ameution during the audit, are
rcported ou the following pages &8s management advisory comments.

We would like to take this oppormumity to acknowledge the many courtesies extended to us by the Commission's personnel during
the course of our work.

We shall be pleased to discuss any of the matrets referred 10 in thig letter. Should you desire assistance in implementing any of the
following suggestions, we would welcome the opportunity of assisting you in these mauers,

Zenk & Associates, P.C.

March 6, 2008

2404 East U8, Highway 223, Adrian, MI 49221 Phone: 517.264.5156 Fax: 517.264,9641
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FLINT HOUSING COMMISSION
MANAGEMENT ADVISORY COMMENTS
JUNE 30, 2007

Emplovee Annual Performance Reviews

The Commission needs to review employces’ performance at least ance a year and document and file the reviews in
employces' persoumet files.

We recommend that the Commission perform annual performance reviews for each of their employees and maintain a
copy of the revicws in the employees' persomnel files.

The Commmission will begin implementing employee performance revicws and documenting the teviews.

Staff Training

The Commission needs to ensure that the accounting staff receives the adequate waining on implementing the software
and recording transactions properly.

We recommend (hat the Comnussion send the ac¢counting staff to various seminars to train on how 1o implement the
soflwarc and record transactions properly.

The Commission will begin sending the accounting staff to various seminars on the implementation of the sofiware and
the recording of trausactious.

Board Mcember Training
The Commission nceds 1o enswe that the board members receive the proper training on HUD policics and procedures.

We recommend thar the Commission send the board members to various HUD raining seminars to help keep them
abreast of HUD policies and procedures.

The Commission will begin sending the board members to various HUD training seminars.

Board Member Reimmbursements

The Commission needs 1o adopt policies and procedurcs in regards to board members' reimbursements. The
Conunission needs to be diligent in receiving and reviewing documentation regarding board members' expense
reimburscments and datermining the validicty of the expense.

We recommend that the Commission adopt policies and procedures regarding board members' cxpense reimbursements.

The Comumission will adopt policics regarding board members' expens¢ reimbursememts requiring the proper
documentation.
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